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FINANCIAL HIGHLIGHTS 



1966 

1965 

1964 

1963 

1962 

Retail sales . 

. .$535,478,274 

$493,672,948 

$480,305,705 

$457,291,813 

$449,897,830 

Earnings: 

Before Federal income taxes.. 

Net for year. 

Earnings per common share.. 
Dividends per common share. . 

.. 13,656,394 

7,479,331 
2.63 

1.35 

11,738,060 

6,412,855 

2.26 

1.15 

10,199,513 

5,737,790 

2.02 

.875 

10,072,577 

4,901,281 

1.71 

.80 

9,342,795 

4,365,295* 

1.52 

.70 

Retained earnings for year. 

Depreciation . 

3,610,970 

5,585,726 

3,113,301 

5,190,232 

3,221,261 

4,788,528 

2,540,188 

4,428,998 

1,948,967 

4,328,273 

New property, plant and 
equipment (net) . 

4,064,431 

5,209,257 

2,832,420 

4,426,630 

2,566,569 

Working capital . 

.. 34,095,751 

33,985,049 

34,233,714 

34,184,190 

35,735,675 

Total assets. 

. . 100,176,795 

96,788,645 

94,815,987 

91,789,030 

86,178,317 

Long-term debt. 

Preferred stock. 

Common stockholders’ equity. .. 
Equity per common share. 

.. 13,348,000 

1,740,000 
.. 54,863,914 

19.48 

14,250,000 

1,740,000 

51,143,526 

18.20 

15,100,000 

1,860,000 

47,807,082 

17.08 

15,950,000 

1,920,000 

44,432,407 

15.95 

16,800,000 

3,147,100 

41,795,676 

15.04 

Number of common 
shares outstanding . 

.. 2,816,307 

2,809,382 

2,798,574 

2,785,648 

2,778,565 


♦Excluding special items. 


































































• TO OUR STOCKHOLDERS: 


It is A pleasure to report that your company’s sales and earnings in 1966 reached all- 
time highs. Sales for the first time were above the half-billion-dollar mark, up 8.5 percent 
over the previous year, and profits were up 17 percent. 

The continued rise in earnings made possible an increase in the quarterly dividend 
on common stock from 30 to 35 cents per share in the second quarter. Payments for the 
year totaled $1.35 versus $1.15 paid in 1965. The regular $2 dividend was paid on 4 per¬ 
cent preferred stock. 

Operating highlights for the 1966 fiscal year are compared with results of the past 
several years on the opposite page. 

Though our sales and earnings are at record levels, the retail food industry generally 
is faced with a number of uncertainties. These could have an effect on our business in 
1967. Despite these immediate uncertainties, our optimism over the prospects for long¬ 
term growth in both sales and earnings continues. 

We opened 22 new supermarkets and one additional drug store in 1966. Thirty- 
eight supermarkets were remodeled and four were enlarged. Twenty-eight older super- 




IN APPRECIATION 

This report of Colonial's first 
half-billion-dollar sales year is 
dedicated to the People of 
Colonial—shareholders and em¬ 
ployees, past and present—with¬ 
out whose faith and efforts the 
progress of the past 65 years 
would not have been possible. 
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markets were closed. At year end, Colonial had 422 supermarkets and 12 Galaxy drug 
stores in operation. 

Plans call for opening 18 new supermarkets and two additional drug stores in 1967. 
Three supermarkets are scheduled for enlargement and 25 will be remodeled. Although 
credit appears to be easing, difficulties which developers experienced in arranging fi¬ 
nancing in the latter months of 1966 had a marked effect on our planning for new 
stores, and this will be felt through 1967. 

John M. Foster, a Boston attorney and an esteemed member of your Board of Di¬ 
rectors for many years, retired in 1966. Ernest P. Rogers, member of the Atlanta law 
firm of Kilpatrick, Cody, Rogers, McClatchey and Regenstein, was elected to the Board. 

Following our long-standing policy of providing for our employees the best possible 
working conditions and benefits fully commensurate with the company’s increased pro¬ 
ductivity, Colonial substantially revised its retirement program making it one of the 
most modern in the retail food industry. 

On behalf of the Board of Directors, the officers of your company and its more than 
13,000 employees, we express appreciation for your support and continued interest. 



March 3,1967 


ACCOUNTANTS' REPORT 


Peat. Marwick, Mitchell & Co. 


ACCOUNTANTS AND AUDITORS 


BANK OF GEORGIA BUILDING 


ATLANTA, GEORGIA 30303 


The Stockholders and the Board of Directors 
Colonial Stores Incorporated: 

We have examined the consolidated balance sheet of Colonial 
Stores Incorporated and subsidiaries as of December 31, 1966 and the 
related statements of consolidated earnings, stockholders’ equity and 
source and application of funds for the year then ended. Our examina¬ 
tion was made in accordance with generally accepted auditing stan¬ 
dards, and accordingly included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, such financial statements present fairly the finan¬ 
cial position of Colonial Stores Incorporated and subsidiaries at De¬ 
cember 31, 1966 and the results of their operations for the year then 
ended, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. Also, in 
our opinion, the accompanying statement of source and application of 
funds presents fairly the information shown therein. 



February 6, 1967 




STATEMENT OF CONSOLIDATED EARNINGS 



Year ended December 31,1966 
with comparative figures for 1965 



1966 

1965 

Net Sales. 

.. $535,478,274 

493,672,948 

Cost of sales. 

.. 416,254,175 

386,268,314 

Selling, general and administrative expenses. 

.. 105,902,473 

95,574,161 


522,156,648 

481,842,475 

Operating profit . 

.. 13,321,626 

11,830,473 

Other income (net)—gain and loss on disposal of 
equipment, interest and sundry receipts. 

898,302 

503,167 


14,219,928 

12,333,640 

Interest expense on long-term debt. 

563,534 

595,580 

Profit before Federal income taxes and 

investment credit. 

. . 13,656,394 

11,738,060 

Provision for Federal income taxes (note 2): 
Current (net of investment credit: 

1966, $376,452; 1965, $418,020). 

6,079,673 

5,130,277 

Deferred—through use of accelerated 
depreciation for tax purposes. 

162,400 

260,353 

Amortization of investment credit. 

(65,010) 

(65,425) 

Total provision for Federal income taxes. 

6,177,063 

5,325,205 

Net earnings. 

... $ 7,479,331 

6,412,855 


See accompanying notes to consolidated financial statements. 
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CONSOLIDATED 

December 31,1966 with compar 


ASSETS 



December 31, 

January 1, 

Current assets: 

1966 

1966 

Cash . 

$ 5,961,075 

3,416,692 

Certificates of deposit and short-term notes, at cost.. 
Cost of properties under construction (to be sold 

9,269,784 

10,798,718 

under lease-back arrangements). 

Receivables, less allowance for doubtful items, 

85,000 

82,408 

$39,595 (1965, $36,127). 

Inventories of merchandise, stated substantially at 
the lower of cost (first-in, first-out) or 

2,458,984 

2,433,500 

replacement market . 

38,707,924 

38,650,423 

Inventories of supplies, at cost. 

870,420 

839,223 

Prepaid and deferred expenses. 

1,048,123 

1,602,213 

Total current assets. 

58,401,310 

57,823,177 

Sinking fund for retirement of cumulative preferred 



stock (note 1) . 

101,445 

22,407 

Investments and sundry assets, at cost. 

331,849 

218,650 

Property and equipment, at cost: 



Land and buildings. 

7,096,654 

6,016,742 

Fixtures and equipment. 

52,418,694 

50,565,279 

Transportation equipment. 

8,183,627 

7,649,775 

Improvements to leased premises. 

8,097,052 

7,599,974 

Construction in progress. 

435,887 

335,713 


76,231,914 

72,167,483 

Less accumulated depreciation. 

34,980,324 

33,552,134 

Net property and equipment. 

41,251,590 

38,615,349 

Unamortized long-term debt expenses. 

90,601 

109,062 


$100,176,795 

96,788,645 


See accompanying notes to consolidated financial statements. 
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BALANCE SHEET 

five figures as of January 1,1966 


LIABILITIES AND STOCKHOLDERS* EQUITY 



December 31, 

January 1, 

Current liabilities: 

1966 

1966 

Accounts payable. 

$ 13,082,387 

13,921,541 

Accrued expenses . 

7,802,408 

6,244,383 

Federal and State taxes on income (note 2). 

2,770,764 

2,822,204 

Current portion of long-term debt (note 3). 

650,000 

850,000 

Total current liabilities. 

24,305,559 

23,838,128 

Long-term debt (exclusive of current portion) : 



3%% and 3%% unsecured promissory notes, payable 
$650,000 annually to 1972 and $7,150,000 in 1973... 
4.90% sinking fund debentures, due May 1,1977; 

10,400,000 

11,050,000 

$200,000 redeemable annually to 1976 through 
sinking fund (note 3). 

2,948,000 

3,200,000 

Total long-term debt (exclusive 



of current portion). 

13,348,000 

14,250,000 

Deferred Federal income taxes and 

investment credit (note 2). 

Noninterest bearing unsecured one-year promissory 

3,637,553 

3,540,163 

notes, renewable annually at company option. 

2,281,769 

2,276,828 

Stockholders’ equity: 



4% cumulative preferred stock of $50 



par value per share (note 1). Authorized 

and issued, 34,800 shares. 

1,740,000 

1,740,000 

Common stock of $2.50 par value per share (note 



4). Authorized 4,000,000 shares; issued 

2,825,638 shares (1965, 2,818,213 shares). 

7,064,095 

7,045,533 

Capital in excess of par value of capital stock. 

5,677,306 

5,572,825 

Retained earnings (note 5). 

42,381,754 

38,770,784 


56,863,155 

53,129,142 

Less common stock held in treasury, 9,331 shares 



(1965, 8,831 shares), at cost. 

259,241 

245,616 

Total stockholders’ equity. 

56,603,914 

52,883,526 

Commitments and contingencies (notes 2, 6 and 7). 




$100,176,795 

96,788,645 
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STATEMENT OF CONSOLIDATED 
STOCKHOLDERS’ EQUITY 

Year ended December 31,1966 


with comparative figures for 1965 

Preferred stock: ^ 966 

Beginning of year.$ 1,740,000 

1965 

1,860,000 

2,400 shares retired during year. 

— 

120,000 

End of year. 

1,740,000 

1,740,000 

Common stock: 

Beginning of year. 

7,045,533 

7,017,355 

7,425 shares issued under stock option plans 

(11,271 in 1965) —(note 4). 

18,562 

28,178 

End of year. 

. 7,064,095 

7,045,533 

Capital in excess of par value of capital stock: 

Beginning of year. 

5,572,825 

5,319,856 

Net difference between cost and par value of 
cumulative preferred stock retired through 
sinking fund . 


2,039 

Excess of consideration received over par value of 
common stock (and over cost of common treasury 
stock in 1965) issued to employees and officers 
(note 4) . 

104,481 

250,930 

End of year. 

5,677,306 

5,572,825 

Retained earnings (note 5): 

Beginning of year. 

. 38,770,784 

35,657,483 

Net earnings for the year. 

7,479,331 

6,412,855 

Dividends paid: 

Cumulative preferred stock: 

4% series ($2.00 per share). 

(67,243) 

(71,012) 

Common stock (1966, $1.35; 1965, $1.15 per share).. 

. (3,801,118) 

(3,228,542) 

End of year. 

. 42,381,754 

38,770,784 

Cost of common treasury shares: 

Beginning of year, 8,831 shares (1965, 8,368 shares)... 

(245,616) 

(187,611) 

500 shares reacquired during year (1965, 9,005 shares). 

(13,625) 

(250,619) 

8,542 shares issued to certain employees in 1965 in 
partial discharge of bonus incentive liability. 

— 

192,614 

End of year, 9,331 shares (1965, 8,831 shares). 

(259,241) 

(245,616) 

Total stockholders’ equity. 

. $56,603,914 

52,883,526 


See accompanying notes to consolidated financial statements. 











































STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 



Year ended December 31,1966 with comparative figures for 1965 


Funds provided: 

1966 

1965 

Net earnings . 

Add charges against earnings not requiring funds: 

. $ 7,479,331 

6,412,855 

Depreciation and amortization. 

Provision for deferred income taxes (net of 

5,585,726 

5,190,232 

investment credit amortization) . 

97,390 

194,928 

Amortization of deferred debt expense. 

Loss on sales and abandonments of property, 

18,461 

19,730 

plant and equipment. 

274,600 

187,567 

Treasury stock issued under bonus incentive plan... 

— 

230,634 


13,455,508 

12,235,946 

Less dividends paid. 

3,868,361 

3,299,554 

Funds provided by operations. 

9,587,147 

8,936,392 

Proceeds from sale of property, plant and equipment.. 
Proceeds from sale of common stock under 

842,380 

501,292 

employee stock option plans. 

123,043 

241,087 

Increase in noninterest bearing notes. 

4,941 

3,895 

Funds applied: 

$10,557,511 

9,682,666 

Additions to property, plant and equipment. 

9,338,947 

8,865,871 

Redemption of preferred stock. 

— 

117,960 

Increase in sinking fund. 

79,038 

10,488 

Decrease in long-term debt (note 3). 

902,000 

850,000 

Purchase of common stock. 

13,625 

250,618 

Increase (decrease) in investments and sundry assets. 

113,199 

(163,607) 

Increase (decrease) in working capital. 

110,702 

(248,664) 


$10,557,511 

9,682,666 


See accompanying notes to consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

December 31,1966 


(1) PREFERRED STOCK 

Preferred stock is redeemable at par value and accrued divi¬ 
dends, plus premiums of $.50 a share if redemption is volun¬ 
tary, or $.25 a share if redemption is for sinking fund pur¬ 
poses. Sinking fund requirements for 1967 and 1968 are 
satisfied. 

(2) FEDERAL TAXES ON INCOME 

Depreciation of fixtures, equipment and transportation equip¬ 
ment acquired new since 1954 has been recorded in the 
accounts by the straight-line method, whereas for Federal 
income tax purposes the company has used accelerated 
methods of depreciating these assets. The reductions in cur¬ 
rent Federal income taxes resulting from this policy have 
been deferred, by charges to income and credits to deferred 
Federal income taxes. Portions of these provisions will be 
restored to income in years when depreciation recorded in 
the accounts exceeds that allowable for tax purposes. 

The investment tax credits for years ended after 1963 have 
been taken directly into income as a reduction of Federal 
income tax expense. In prior years, such credits were de¬ 
ferred and are being amortized over the estimated useful 
lives of the qualified assets; the unamortized portion 
($323,852) is combined with deferred Federal income taxes 
on the accompanying consolidated balance sheet. 

The Federal income tax returns of the company for the years 
1963 and 1964 are under examination by the Internal Reve¬ 
nue Service. A preliminary report has been submitted by the 
examining agent indicating possible proposed deficiencies 
in tax which the company is protesting in conferences with 
the agent. Since the final report of the examining agent has 
not been issued, the company is unable to determine the 
amount, if any, of additional taxes which might be proposed 
as a result of the examination. However, management be¬ 
lieves that sufficient provision for income taxes has been 
made to cover any additional taxes which may be finally 
agreed to and assessed. 

(3) REDEMPTION OF 4.90% SINKING FUND DEBENTURES 

During the year ended December 31, 1966, redemptions of 
4.90% sinking fund debentures were made to satisfy current 
and future years’ sinking fund requirements as follows: 


1966 .$200,000 

1967 . 200,000 

1968 (partial). 52,000 


$452,000 


(4) RESTRICTED AND QUALIFIED OPTIONS TO PURCHASE 
COMMON STOCK 

At December 31, 1966, options granted to certain officers 
and employees to purchase 71,041 shares of the company’s 
common stock were outstanding under three restricted and 
qualified stock option plans. Under the 1966 plan, 28,250 
shares are available for future grants. These plans are sum- 


marized as follows: 

Option 

Market Price at 

Shares 

Plan 

Year 

Years 

Price 

Date Granted 

Under 

Year 

Granted 

Exercisable 

(Per Share) 

(Per Share) 

Option 

i960 

1960 

1961 to 1970 

$14.75 

15.50 

15,000 

1961 

1961 

1962 to 1971 

19.50 

20.50 

11,875 




16.00 ) 

16.50 / 

600 

1961 

1962 

1963 to 1972 

17.25 { 

18.00 \ 

4,166 

1961 

1963 

1964 to 1973 

16.00 

16.50 

— 




22.13 / 

22.13 / 

4,400 

1961 

1964 

1965 to 1969 

24.50 \ 

24.50 f 

3,550 

1966 

1966 

1966 to 1971 

25.00 

25.00 

31,450 


71,041 
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Changes in exercisable shares on option during 1966 were as 
follows: 

Year Granted 



1960 

1961 

1962 

1963 

1964 

1966 

Balance, January 1, 1966 

5^000 

2,900 

100 

200 

1,600 

— 

Changes during 1966: 
Options which became 
exercisable 

5,000 

1,C50 

786 


1,700 

10,350 

Options exercised 

(5,000) (1,000) (475) 

(200) 

(450) 

(300) 

Options cancelled 

— 

— 

— 

— 

— 

(4,000) 

Balance, December 31, 1966 

5^000 

3J50 

"4lT 

— 

2,850 

6,050 


(5) RETAINED EARNINGS 

Under the most restrictive provisions of the indentures re¬ 
lating to long-term debt, retained earnings at December 31, 
1966, amounting to about $28,900,000 were not available 
for cash dividends on common stock. 


(6) RETIREMENT PLAN FOR EMPLOYEES 

For several years the company has had in effect a noncon¬ 
tributory pension plan for the benefit of eligible employees. 
At January 1, 1966 all past and current service liabilities, 
determined on an actuarial basis, were fully funded by assets 
in a trust fund. In 1965 (fiscal year ended January 1, 1966), 
no charge against operations or contributions to the trust 
was made because contribution requirements were offset by 
gains of the trust and appreciation of trust assets. 

Effective January 2, 1966, the plan was amended so as to 
cover substantially all employees and to provide for increased 
benefits. Total pension costs charged against operations in 
1966 amounted to $1,000,000. This amount includes the an¬ 
nual current service cost plus amortization of prior service 
costs which resulted from amendment of the plan. Manage¬ 
ment plans to fund these prior service costs over a period 
of twenty years. 


(7) COMMITMENTS AND CONTINGENCIES 

Leases in effect at December 31, 1966 (512 in number) on 
store properties, parking lots, warehouses and office build¬ 
ings require a minimum annual rental for 1967 of approxi¬ 
mately $9,372,000 plus, in some cases, real estate taxes and 
other expenses, or increased amounts based on percentages 
of sales. All of these leases will expire during the next 25 
years; in the normal course of business, however, it is ex¬ 
pected that leases will be renewed or replaced by leases on 
other properties. Net rent expense on leased properties for 
1966 amounted to $9,234,340, including (where applicable) 
real estate taxes, other expenses and additional amounts 
based on percentages of sales. 

Scheduled minimum annual rentals and periods of expiration 
of leases in force at December 31, 1966, are as follows: 


Leases 

Expiring 

1967-1969 

1970-1976 

1977-1991 


Number 
of Leases 

122 

228 

162 

512 


Minimum 

Annual 

Rentals 

$1,232,500 

3,920,500 

4,219,000 

$9,372,000 
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